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Grazing Fee Review 
Darwin B. Nielsen 
The original data used to establish the $1.23 per AUM base fee are shown in 
Table 1. 
Table 1. Summary of Combined Average Public Costs and Private Costs per Animal 
Unit Month--1966a 
Cattle Shee~ 
Combined Combined 
Public Private Public Private 
Itemized Costs Costs Costs Costs Costs 
-----------------------------$-----------------------------
1) Lost animals 0.60 0.37 0.70 0.65 
2) Association fee, 0.08 -- 0.04 
,3) Veterinary , '0.11 0.13 0.11 0:11 
4) ' Moving livestock, 'to & from allotments 0.24 0.25 0.42 0.38 
5) 'Herding 0.46 '0.19' 1.33 1.16 ,' 
6) Salting & feeding 0~56 0.83 0.55 ' 0.45 
7) Travel, to & from allotments 0.32 0.25 0.49 0.43 
8) Water 0.08 0.06 0.15 0.16 
9) Fence maintenance 024 0.25 0.09 0.15 
10) Horse 0.16 0.10 0.16 0.07 
11) Water maintenance 0.19 0.15 0.11 0.09 
12) Development depreciation 0.11 0.03 0.09 0.02 
13) Other costs 0.13 0.14 0.29 0.22 
14) Private lease rate -- 1.79 -- 1.77 
- -
TOTAL COSTS 3.28 4.54 4.53 5.66 
Difference $1.26b $1.13b 
Weighted average $1.23 
adeveloped from data analysis of the grazing fees technical committee--November 29, 
1968. 
l>Jbe difference weighted by corresponding AUMs results in weighted average of $1.23. 
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The main idea in this grazing fee model is public and private rangelands that will 
substitute for one another will have the same price. In order to test this model the total 
cost of grazing these lands had to be estimated. A return on rancher's investment in the 
permit value is omitted in Table 1. Thus, there was justification for a fee increase on FS 
lands from $. 51/AUM to S1.23/AUM and from S .33/AUM to S1.23/AUM on BLM 
land. Permit value data were gathered in the 1966 study which showed average values of 
$25.35/AUM on FS and $14.41/AUM on BLM permits. If a rancher grazing FS lands 
was given a 3.0 percent return on his investment in the permit there was no justification 
for the fee increase. However, the courts and the agencies decided to ignore the permit 
. . '. ~. '. . . 
value and thus have a reason to increase fees. 
. . . . 
.. Grazing fee~ were gradually mcreased until they reached the SI.23/AUM base "and ·" 
both BLM and FS fees were the same. Annual adjustments were made in the fees based 
on the change in the Forage Value Index (FYI) un.til the passage of the "Public 
Rangelands Improvement Act of 1978 or "PRIA". This act added two additional indices 
to the grazing fee formula - the Beef Price Index (BPI) and the Prices Paid Index (PPI). 
The current grazing fee formula is: 
Fee = 1.23 FVI+(BPI-PPI) 
100 
Fee = 1.23 265 +(327 -436) = 1.23 265 -109 = 
1992 100 100 
1.23 x 1.56 = 1.9188 or $1.92 
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The general trend of the forage value index has been upward which increases fees. 
Cattle prices have gone up and down which has caused fees to vary over time. The 
prices paid index has trended upward thus putting downward pressure on fees. 
The grazing fee was adjusted annually by the FYI from 1969 to 1978 after that the 
three indices were used to set fees. A summary of fees over time is presented in Table 
2. 
Table 2. Summary of grazing fees and indices from 1969-92. 
YEAR FEE FYI BCPI PPI FYI FEE PRIA FEE 
1969 $0.60 105 123 113 $1.29 $1.41 
. 1970 $0.60 111 . 134 118 ~ . $1.37 $1.56 '. --
1971 $0.78 111- 134 124 $137 $1.49 
1972 $0.80 114 167 130 $1.40 $1.86 
.1973 $o~91 125- '195 140 . '$1.54 $2.21" 
- -
1974 . $1.11 159 178 168 $1.96 $2.08 
1975 $1.11 158 160 198 $1.94 $1.48 
1976 $1.60 175 164 215 $2.15 $153 
19n $1.60 193 163 130 $237 $155 
1978 $1.60 195 216 246 $2.40 $2.03 
1979 $1.93 206 294 275 $252 $2.n 
1980 $2.41 216 291 319 $2.66 $231 
1981 $231 242 268 359 $2.98 $1.86 
1982 $1.86 129 262 378 $2.82 $1.40 
1983 $1.40 242 256 387 $2.98 $1.37 
1984 $137 243 262 395 $2.99 $135 
1985 $135 230 243 397 $2.83 $0.93 
1986 $135 233 235 388 $2.87 $0.98 
1987 $135 234 m 381 $2.88 $1.54 
1988 $1.54 240 297 386 $2.95 $1.86 
1989 $1.86 243 306 402 $2.99 $1.81 
1990 $1.81 253 326 419 $3.11 $1.99 
1991 $1.97 265 327 436 $3.26 $1.92 
1992 $1.92 
Note: The 1969 formula was used from 1969 to 1978 with various moratoriums on increases. Also, 
BLM and FS fees were different during this time. The FS fee was used until 1981 when fees for 
both agencies were the same. The grazing fee from 1981 until present equals the previous year's 
PRIA formula value. 
One of the arguments for a new grazing fee is that the $1.23/ AUM is outdated 
and should be changed to reflect current market conditions. The original purpose of the 
3 
annual adjustment index was to keep the $1.23/ AUM base fee current with the market 
forage. The indices added in 1978 have been called "ability to pay" adjustments which 
have different goals than the private market based FYI. 
Comparisons of public land grazing fees with private lease rates are inappropriate 
unless total costs of grazing are used. Usually a fee of $1.92/ AUM is compared to 
$15.00/AUM from some private lease. Since no west-wide grazing fee studies have been 
done since 1966 to update the costs of grazing it seemed appropriate to update the 1966 
data with USDA published index numbers. These updated costs of public and private 
gr~~g ,are shown in Tables 3 - 6 for ,cattle ~d ~heep~ 
. ' .' '. 
Given the information developed to this point, we can see how the 1966 model 
. . . . ' . 
looks in 1990 for ' cattle. The 1990 tot~ costs of grazing comparable pUbli'c and private ' 
rangelands are: 
Private total cost per AUM (cattle): 
$10.41 
4.35 
$14.76 
nonfee cost updated by indexing 1966 data 
pure fee cost 1990 
total cost 
Public total cost per AUM (cattle): 
$12.48 nonfee cost updated by indexing 1966 data 
1.81 
$14.29 
1990 grazing fee 
total cost 
Difference - $14.76 - $14.29 = $.47/ AUM. 
Table 3. Fee and Nonfe!! Costs of Grazing Federal Lands (Cattle) 
(Updated with January 1990 Index Numbers) 
Item 1966 19n (index) 1990 (index) 
Lost animals $0.60 $1.01 (1.68) (1.80)· (meat animals/prices received) = $1.82 
Association fees 0.08 0.16 (2.00) (1.69) (production items) 
Veterinarian 0.11 0.25 (2.26) (1.79) (wage rates) 
Moving livestock 0.24 055 (2.30) (202) (autos & trucks) + 
(wage rates) 
Herding 0.46 1.04 (2.26) (1.79) (wage rates) 
Salting & feeding 0.56 1.18 (2.10) (1.97) (auto & truck) + 
(feed) 
Tr~vel 0.32 0.70 (2.18) . (2.13) (auto & truck) + 
(fuel & energy) 
Water 0.08 ~.16 (2.00) (1.~9) (pr~uction it~ms) 
Fence mamte.nance 0.~4 055 ·(2.~) . (1.61) (wages) -:t-
(building & fencing) 
Horse cost 0.16 0.30 (1.86) (1.68) (feed) 
Water maintenance 0.19 0.43 (2.28) (1.61) (wages) + 
(building & fencing) 
Devel. depreciation 0.11 0.22 (2.00) (1.69) (production items) 
Other costs 0.13 0.26 (2.00) (1.69) (production items) 
$3.28 TOTAL NONFEE COST 
1990 FEE COSTS: 
Forest Service Sl.81/AUM 
BLM Sl.81/AUM 
TOTAL 1990 COSTS: Forest Service -- $12.48 + $1.81 = $14.29 
BLM -- $12.48 + $1.81 = $14.29 
*Indices taken from USDA, "Agricultural Prices," Washington, D.C., Economic and Statistics, and 
Cooperatives Service, January 31, 1990. 
0.27 
0.45 
1.11 
1.86 
2.32 
1.49 
0.27 
= 0.89 
= 050 
0.69 
= 037 
= 0.44 
= 12.48 
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Table 4. Fee and Nonfee Costs of Grazing Private LaruJs (Cattle) 
(Updated with January 1990 Index Numbers) 
Item 1966 1977 (index) 1990 (index) 
Lost animals $0.37 $0.62(1.68) (1.80)+ (meat animals/prices received) = $1.12 
Association fees 0.00 (2.00) (1.69) (production items) 
Veterinarian 0.13 0.29(2.26) (1.79) (wage rates) 
Moving livestock 0.25 0.58(2.30) (2.02) (autos & truck) + 
(wage rates) 
Herding 0.19 0.43(2.26) (1.79) (wage rates) 
Salting & feeding 0.83 1.74(2.10) (1.97) (auto & truck) + 
(feed) 
Travel 0.25 055(2.18) (2.13) (auto & truck) + 
(fuel & energy) 
'Water 0.06 . 0.12(2;00) . . (1.69) (production items) 
Fence maintenance 0.25 057(2.28) . (1.61) (wages) + 
. (buil~g & .fen9ng) 
Horse Cost 0.10 · 0.19(2~00) (1.86) . (feed) . 
Water maintenance 0.15 034(2.28) (1.61) (wages) + 
(building & fencing) 
DeveL depreciation 0.03 0.06(200) (L69) (production items) 
Other costs 0.14 0.28(2.00) (1.69) (production items) 
$2.75 TOTAL NONFEE COST 
1990 FEE COSTS: 
Private Fee = S435/AUM+ + (excluding nonfee cost)· 
TOTAL 1990 COSTS: Private Lease -- $10.41 + $435 = $14.76 
+ Indices taken from USDA, "Agricultural Prices," Washington, D.C., Economic and Statistics, and 
Cooperatives Service, January 31, 1990. 
·Based on private lease of $1.79 for cattle from 1966 study. 
0.00 
053 
= 1.16 
0.77 
3.09 
1.19 
= 0.20 
0.92 
= · 031 
055 
0.10 
0.47 
= 10.41 
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Table 5. Fee and Nonfee Costs of Grazing Federal Lands (Sheep) 
(Updated with January 1990 Index Numbers) 
Item 1966 1977 (index) 1990 (index) 
Lost animals $0.70 (1.68) (1.80)· (meat animals/prices received) = $2.12 
Association fees 0.04 (2.00) (1.69) (production items) 
Veterinarian 0.11 (2.26) (1.79) (wage rates) 
Moving livestock 0.42 (2.30) (2.02) (autos & trucks) + 
(wage rates) 
Herding 1.33 (2.26) (1.79) (wage rates) 
Salting & feeding 0.55 (2.10) (1.97) (auto & truck) + 
(feed) 
Travel 0.49 (2.18) (2.13) (auto & truck) + 
(fuel & energy) 
Water 0.15 (2.·00) (1.69) (production items) 
Fence maintenance 0.09 (2.28) (1.61) (wages) + 
(building & fencing) . 
Horse cost 0.16 (1.86) (1.68) (feed) 
Water maintenance 0.11 (2.28) (1.61) (wages) + 
(building & fencing) 
DeveL depreciation 0.09 (200) (1.69) (production items) 
Other costs 0.29 (2.00) (1.69) (production items) 
$3.28 TOTAL NONFEE COST 
1990 FEE COSTS: 
Forest Service $1.81/AUM 
BLM = $1.81/AUM 
TOTAL 1990 COSTS: Forest Service -- $17.60 + $1.81 = $19.41 
BLM -- $17.60 + $1.81 = $19.41 
*Indices taken from USDA, "Agricultural Prices," Washington, D.C., Economic and Statistics, and 
Cooperatives Service, January 31, 1990. 
0.14 
0.44 
= 1.95 
5.38 
2.28 
2.27 
0.5.1 
033 
0.50 
0.40 
= 0.30 
0.98 
= 17.60 
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Table 6. Fee and Nonfee Costs of Grazing Private Lands (Sheep) 
(Updated with January 1990 Index Numbers) 
Item ~ 1m (index) 1990 (index) 
Lost animals $0.65 $0.62(1.68) (1.80)+ (meat animals/prices received) = $1.97 
Association fees 0.00 (2.00) (1.69) (production items) 
Veterinarian 0.11 0.29(2.26) (1.79) (wage rates) 
Moving livestock 0.38 0.58(2.30) (2.02) (autos & truck) + 
(wage rates) 
Herding 1.16 0.43(2.26) (1.79) (wage rates) 
Salting & feeding 0.45 1.74(2.10) (1.97) (auto & truck) + 
(feed) 
Travel 0.43 055(2.18) (2.13) (auto & truck) + 
(fuel & energy) 
Water 0.16 O.12(2~00) (1.69) . . (production items) 
Fence maintenance 0.15 057(2.28) (1.61) (wages) + 
(building & fenqug) 
Horse cost 0.07 . 0.19(2.00) (1~86) . (feed) 
Water maintenance 0.09 0.34(2.28) (1.61) (wages) + 
(building & fencing) 
DeveL depreciation 0.02 0.06(2.00) (1.69) (production items) 
Other costs 0.22 0.28(2.00) (1.69) (production items) 
$3.89 TOTAL NONFEE COST 
1990 FEE COSTS: 
Private Fee = S4.30/AUM+ + (excluding nonfee cost)* 
TOTAL 1990 COSTS: Private Lease -- $15.18 + $4.30 = $19.48* 
+ Indices taken from USDA, "Agricultural Prices," Washington, D.C., Economic and Statistics, and 
Cooperatives Service, January 31, 1990. 
*Based on private lease of $1.77 for sheep from 1966 fee study. 
0.00 
= 0.44 
1.77 
4.69 
1.86 
2.00 
0.54 
= 0.55 
' 0.22 . 
033 
0.07 
0.74 
= 15.18 
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The 1990 estimated total nonfee cost for grazing sheep on public land is $17.60 
per AUM. Private nonfee costs for the same period is $15.18 per AUM. If the 
assumption is made that the pure fee portion of the total cost of private sheep grazing is 
computed the same way as for cattle, then the total cost of sheep grazing is $19.48 per 
AUM. The difference in the total cost of grazing sheep is: 
$19.48 
-17.60 
$1.88 
.' -1.81 
. $.07 
private total cost 
public nonfee costs 
fee that would equate the two 
. 1990 grazing fee (public) 
IT more accurate weights than those used in 1966 are used for sheep and cattle: 
$.47 x .85 = $.40 
.07 x .15 = $.01 
$.41 
Private costs exceed public costs by $.47/ AUM for cattle. Therefore, based on 
this analysis, the grazing fee formulas undervalued public grazing by $.47/ AUM for 
cattle. This could be used as an alternative basis to adjust the $1.23/ AUM base fee. 
The new base fee would be: $1.23/ AUM + $.47/ AUM = $1.70/ AUM. If both sheep 
and cattle grazing data are used to compute the values of grazing, the new base fee 
would be: 
$1.23/AUM + $.41/AUM = $1.64/AUM. 
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The indexing problem is more complicated than expected. There are no serious 
problems of calculating the new ind~x numbers. The problem is deciding which base 
period to use for a given base fee. It seems to me if one is adjusting the $1.23 base fee 
for some inconsistency, then you have to retain the current indexing system with its base 
as used in PRIA Index numbers are used to (in theory) keep the "fair market value" 
$1.23 fee of 1966 current. Therefore, in 1991 the $1.97 fee is equivalent to the $1.23 
adjusted for changes in markets as represented by the index numbers. It does not seem 
appropriate to alter the $1.23 + $.41 = $1.64 and then start a new base period for the 
indices. The difference between $1.97 and $1.23 equals $.74 would -be lost and~ thus, . 
unacceptable. ~~ the fee formul.a had ~orked perfe~ly, the $.41/ AUM would h:ave been . . 
worked into the fees charged over the time period 1966-1990, and the 1990 fee would 
have been $1.81 + $.41 = $2.22/AUM. There is no logical reason that a new index 
base is justified even if one decides to make the $.41/ AUM adjustment in fees. The 
$.41/ AUM should be added to the fee charged no the base fee. However, this causes 
problems in computing future fees with the same index series. 
Grazing Fee Alternatives 
One alternative would be to adjust the base fee by the $.41/ AUM calculated from 
the updated total cost of grazing estimate. The new formula would be: 
Fee = $1.64 FVI + (BPI - PPI) 
100 
where. $1.64 = $1.23 + $.41 
If this base fee were in effect for the 1992 grazing fee the formula would be: 
Fee = $1.64 265 + (327 - 436) = $2.56/ AUM 
100 
Another alternative would be to drop the index components added in 1978 and 
only use the FYI. Thus, the formula would be: 
Fee = $1.23 FVI 
100 
265 Fee1992 = $1.23 - = $3.26/AUM 
.. . .. , 100 . 
or 
Fee = $1.64 FVI 
100 
265 Fee1992 = $1.64 - = $4.35/AUM 100 
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If the industry is forced to use the data from the appraised report to set fees they 
should insist on changing the appraisal adjustment percentage. The base fees from the 
appraisal study are: 
Pricing area 
1 
2 
3 
4 
5 
6 
Grazing value 
$10.00/AUM 
$7.50/AUM 
$8.00/AUM 
$6.25/AUM 
$5.50/AUM 
$6.40/AUM 
States included 
Northern plains 
Southern plains 
Montana, Wyoming, Colorado, New Mexico 
Washington, Oregon, Idaho, Utah 
Nevada, Arizona, Utah 
California 
A summary of an analysis of the appraisal adjustment percentages is given in 
Figure 1. An example of a grazing fee formula from the appraisal study market area 5 
would be: 
F88 = $3.73 FVI 
100 
or 
Fee = $3.73 FVI+(8PI - PP~ 
100 
There would be justification for starting a new index series with the mid-1980 as 
the base. 
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Figure 1. Discussion of Appraisal Adjustment PercenlJlge 5 
(1) Adjustment used by appraisers: (page 135) 
$6.87(PV7) - $6.53(PUo, =...os 
$6.87(PV7) -
a--uses clipped data--70% and subfues D, F thru J 
b--uses simple average prices 
(2) Using same data but using wt. average prices (page 135) 
$6.53(PV7) - $6.01 (PUo, = JlB 
$6. 53 (PV7) -
a--uses clipped data--70% and subflles D, F thru J 
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b--uses wt. averages where wt. is acres in each lease, wt. average should be more representative than simple. 
(3) Using unclip~ed data from subtile J only (page 93) and average price 
.. $7.93(PV7) - $6.73(PUo, .= J.5 
: . $7.93(PV7) · .. -
a--clipping is unjustified scientifically--it is arbitrary. 
b--subfile J is represented in report as the subfile most nearly the same as public grazing. 
(4) Using unclipped data from subtile J only and wt. average price (page 93) 
$7.32(PV7) - $5.54(PUo, = ~ 
$7.32(PV7) -
a--this seems to be the most logical adjustment factor if one must accept anything from 
Does this impact the results of the appraisal study? 
Price area 
1 
2 
3 
4 
5 
6 
Grazing value .05 
$10.00/AUM $9.50/AUM 
$7.50 $7.10 
$8.00 $7.60 
$6.25 $5.90 
$5.50 $5.20 
$6.75 $6.40 
Adjustment Factor 
.08 
S9.20/AUM 
$6.90 
$7.36 
$5.75 
$5.06 
$6.21 
.15 
$8.50/AUM 
$6.38 
$6.80 
$5.31 
$4.68 
$5.74 
.24 
$7.60/AUM 
$5.70 
$6.05 
$4.75 
$4.15 
$5.10 
appraisal study. 
Advanced 
payment 
S6.84\AUM 
$5.13 
$5.45 
$4.27 
$3.73 
$4.59 
The final value per pricing area is 68 percent of the original proposal made in the appraisal report. 
